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ZAMBIA: KEY ECONOMIC INDICATORS 


All figures in millions of Kwacha unless otherwise indicated. Average 
exchange rates are as follows: 1977 1K = $1.27, 1978 1K = $1.23, 
1979 1k = $1.25 


Income, Production and 


Employment 


GDP at current prices 

GDP at constant 1970 prices 

Per capita GDP at current 
prices (in Kwacha) 

Per capita GDP 1970 prices 
(in Kwacha) 

GDP Composition at Current 
Prices: 

Agriculture, Forestry, 
Fishing 

Mining 

Manufacturing 

Gross Fixed Capital 
Formation 

Gross Fixed Capital Forma- 
tion at 1970 Prices 

Index of Industrial Product 
(1973 = 100) 

Copper Production (1,000's 
of tons*) 

Cost per ton* (Kwacha) 

Cobalt Production (tons*) 

Corn Production (1,000's 
of tons*) 

Employment (excluding tra- 
ditional agriculture) -- 
1,000's 

Population (million) ** 


Government Finance, Money 
and Prices 


Revenue 
Expenditures: 
Recurrent 

Capital 


See notes at end of table. 
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ZAMBIA: KEY ECONOMIC INDICATORS--Continued 


Government Finance, Money 
and Prices--Continued 1977 1978 


Overall Deficit (-) -214 -258 
Money Supply (M1) 386 392 
Money + Quasi Money (M2) 699 639 
Consumer Price Index 
(1975 = 100) 
High Income 
Low Income 
Wholesale Price Index 
(1966 = 100) 


Balance of Payments 
(estimates) 


Merchandise Export 664 

Copper 597 

Cobalt 30 
Merchandise Imports (f.0.b.) 496 

Oil 68 

Imports from the United 

States 39 

Services (net) -187 
Investment Income (net) -110 
Current Account (including 

transfers) -194 89 
Capital Account (net-plus 

errors and omissions) -65 54 
Overall Balance -259 158 
Payments Arrears*** (363) 145 (508) -149 
Other Financing (net -- 

including IMF and re- 

serve movements and 

currency realignments) 


*1 tons = 2240 pounds 
**probably underestimates 
***Began in 1975. Number in parentheses is cumulative arrears. 


Sources: Official government statistics, Bank of Zambia, annual 
company report. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Zambia's economy contracted sharply in 1979 with real Gross Domes- 
tic Product falling about 9 percent. 1979 was the third straight 
year of compression of the economy. Yet improvement in Zambia's 
balance of payments in 1979 and early 1980, increasing imports, ex- 
pansionary monetary and fiscal policies, and return to profitabil- 
ity of Zambia's’ mining companies foreshadow a probable modest recov- 
ery in 1980 (i.e., perhaps 3 percent real growth in GDP). The end 

of hostilities in Zimbabwe and more secure access to sea ports will 
also enhance Zambia's economic prospects somewhat. 


Zambia completed a largely successful two-year stabilization pro- 
gram with the International Monetary Fund (IMF) in April 1980 and 
negotiations for another IMF program are underway. However, the 
Zambian economy is characterized by many deep structural problems, 
including high unemployment and population growth rates, lack of 
skilled manpower, large government subsidies, falling and inappro- 
priate investment, heavy foreign debt, inefficiency of government- 
owned enterprise, striking rural-urban income disparity, and extreme 
vulnerability to changing global economic factors (i.e., copper and 
Oil prices, the business cycle and world inflation). Sectoral prob- 
lems requiring attention include agricultural pricing policies, re- 
habilitation of the mines and rail transport, and rationalization 
of the industrial sector. Assuming relative regional political sta- 
bility, reasonable global economic factors (particularly copper 
prices), continued assistance of the IMF, other multilateral insti- 
tutions, and bilateral donors, and improved access to private capi- 
tal markets--strong disciplined leadership could begin significant 
economic reform and limited diversification of the Zambian economy 
during the next year which would allow Zambia to sustain modest real 
growth during the next two or three years. 


THE MINING SECTOR 


An important part of Zambia's recently concluded IMF program 
was to improve the financial position of Zambia's para- 

statal (majority government owned) mining companies, Nchanga 
Consolidated Copper Mines Ltd. (NCCM), and Roan Consolidated 
Mines Ltd. (RCM). A program of cost reductions including 
employment’ reductions, lower capital expenditures, and greater 
supplier diversification markedly slowed the rate at which 
costs were rising. (See preceding table.) Partially as a result 
of these actions, both NCCM and RCM returned to profitability 
in 1979 with NCCM showing a 131 million Kwacha pretax profit 
and RCM a 101 million Kwacha pretax profit in their respective 
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1979/80 fiscal years. The mines will contribute significantly 
to Government revenues in 1980, unlike the previous three 
years when the Central Bank of Zambia was obliged to 

extend very large loans to one or both of these companies. 


On balance, however, copper production fell 11.2 percent or 73,566 
tons from 656,944 tons in 1978 to 583,388 tons in 1979. It was the 
third straight year of decline in copper production. Some of the 
problems plaguing production in 1979, (disruptions of inputs due 
to the war related transport disruptions and long lead times 
needed to turn improved access to foreign exchange into 

needed spare parts and capital equipment) were exogenous in nature 
and temporary. However, it is now generally recognized that deeper 
structural problems exist which will take much longer to address. 
These include rising costs, cumulative shortfalls in developmental 
capital expenditures, and shortages of highly skilled personnel. 


With the infusion of spare parts, the decline in copper production 
should be checked and production in 1980 should be roughly 600,000 
tons. In the medium term, no large rises in copper production levels 
are anticipated. In contrast, expansion of cobalt production surged 
ahead in 1979 to 3,270 tons with the opening of RCM's new cobalt 
plant at Chambeshi. NCCM's cobalt expansion plans are also moving 
forward and total Zambian production of cobalt could exceed 6,000 
tons by 1985. However, marketing problems and slackening demand for 
cobalt are expected to hold 1980 cobalt foreign exchange earnings 
below 1979 levels. 


In 1979, copper exports accounted for 83 percent of Zambia's foreign 
exchange earnings, cobalt another 12 percent and lead and zinc earn- 
ings were most of the balance. Zambia is a country very dependent 

on foreign input for virtually all sectors. The importance of the 
mining sector to the well being of the other sectors of the economy 
(excepting subsistence agriculture) cannot be overstated. 


AGRICULTURE 


The 1978/79 crop year was poor. Maize (corn) is the staple food of 

Zambians and by far their most important crop. The sharp decline in 
maize production in 1978/79 to 331,255 tons represents only slightly 
more than half normal levels. Unfavorable weather, delayed fertiliz- 
er and seed shipments and foreign exchange shortages for agricultur- 
al farm machinery and equipment all contributed to production short- 
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falls. In addition, displeasure among farmers with Government- 
controlled pricing policies (particularly maize producer prices) 
has a strong negative impact on production levels. The 1979/80 
crop looks only marginally better. Maize production is estimated 
at 345,000 tons. Also disturbing is the large amount of land 
that came out of maize cultivation in 1978/79--down 46 percent 
from 1977/78 levels. Groundnut cultivation also fell sharply. On 
a brighter but tertiary note, production levels of sunflower, 
cotton, sugar and most livestock rose significantly. 


In response to the declining food production, the Zambia Govern- 
ment has launched two country-wide programs. The LIMA program, 
launched in 1977, is an extension program designed around farms 

of one-quarter hectare. It is directed at small farm agricultural 
productions and includes the use of existing technologies scaled 
down for the small farm. Operation Food Program, announced in May 
1980, is a ten-year effort to increase production by all groups 

of farmers (i.e., commercial, emergent and peasant) through a com- 
bination of capital investment and incentives. The centerpiece of 
Operation Food Production is the creation of two large state farms 
(20,000 hectares and up) in each of Zambia's eight provinces. The 
program is costed by the Zambia Government at 400 million Kwacha, 
much of which is expected to come from foreign donors. Foreign 
donors are also being asked to provide technical assistance. 


THE TRANSPORT SECTOR 


Zambia is a landlocked country, historically dependent on three 
principal transportation routes: A road/rail route through Tan- 
zania to the port of Dar es Salaam (TANZAM and TAZARA), a rail 
route through Angola to the port of Lobito (BENGUELA) and a rail 
route south through Zimbabwe (Rhodesia) to ports in Mozambique and 
South Africa. In January 1973, the Rhodesian border was closed and 
most Zambian cargo was diverted through Angola. In 1975, however, 
the civil war in Angola closed the Benguela railroad to Lobito. 
This route remains closed. The opening of the Tanzania/Zambia 
Railway (TAZARA) in August 1976 eased transportation problems, but 
only temporarily. Poor performance of the TAZARA and congestion at 
the port of Dar es Salaam reduced capacity of both road and rail 
routes through Tanzania. 


In response to the deteriorating transport situation, the Zambian 
Government reopened the southern rail route in October 1978. The 
transport situation eased markedly until the interdiction of the 
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TAZARA rail line by Rhodesian forces in October and November of 
1979. Subsequently, the southern route took on even greater im- 
portance, handling 41 percent of Zambia's total external trade 
(637,000 tons) in 1979. 


Having suffered repeatedly from transport disruptions, including 
massive delays of copper shipments and concomitant delays in for- 
eign exchange earnings, Zambia is currently seeking to maximize 
its transport options. Attempts are underway to rehabilitate the 
TAZARA and the port of Dar es Salaam with the assistance of the 
People's Republic of China and other donors. Talks have been held 
on the possibility of extending a new rail line from Malawi to ex- 
pand Zambian use of Mozambique's ports (i.e., Beira and Maputo). 
Finally, with the independence of Zimbabwe, rail traffic now flows 
smcothly along the southern route to South Africa, although at 
levels somewhat reduced from 1979. Zambia's regional air links are 
also being expanded, including new direct flights to and from 
South Africa. 


THE ROLE OF THE PRIVATE SECTOR 


Zambia has what can be described as a mixed economy, despite dom- 
inant government participation in the industrial and marketing sec- 
tors through the parastatal system, most of which is under the um- 
brella of the Zambia Industrial and Mining Corporation Ltd. (ZIMCO). 
Basic parastatal inefficiencies, caused by a number of factors, have 
been financed or subsidized by copper and cobalt revenues. Zambia's 
philosophy of humanism, which militates against exploitation by any 
one economic class and identification of private ownership with a 
recent colonial past are the underlying reasons behind the govern- 
ment's participation in, or control of, the mining, energy and 
transport sectors, agricultural marketing, and other basic industries. 
The economic decline of recent years, however, has made the function- 
ing of the parastatal system a drag on the economy rather than a 

net contributor to basic human needs and development. 


The resilience of the private sector toward big government has been 
impressive. Despite excessive government regulation (especially on 
pricing), inadequate credit, limited access to foreign exchange, etc., 
the private sector has retained a dynamic and vital role in the Zam- 
bian economy. 





IMF STABILIZATION PROGRAM 


In April 1978, the Government negotiated a two-year stand-by ar- 
rangement with the International Monetary Fund to stabilize the 
Zambian economy. This program made available Special Drawing 
Rights (SDR) of 250 million in IMF credits. Some of the main objec- 
tives of the program were to achieve an overall balance of pay- 
ments equilibrium by 1980, reduce inflation, resume economic 
growth, and set the basis for diversification of the economy 
through more efficient resource allocation. Fiscal and monetary 
targets were also set along with limitations on external borrowing 
and central bank credit to the mining companies. In addition, the 
program sought to eliminate external payments arrears gradually 
which, at the beginning of the program, stood at SDR 467 million. 


Zambia's implementation of the stand-by arrangement has been 
largely successful. As described above, the balance of payments 
showed marked improvement in 1979 permitting an overall payments 
surplus and a reduction in external arrearages. The revenue base 
was diversified and strengthened; discipline was exercised over 
expenditures; and the resort to deficit financing was restrained 
somewhat. These factors, plus restrictions on the expansion of 
domestic credit, contributed to checking inflation. More favorable 
exogenous factors (particularly copper prices and improved trans- 
port) should lead to about 3 percent real GDP growth in 1980. With 
the termination of the stand-by agreement in April 1980, there is 
evidence of some slackening in financial discipline and payment 
arrears continue to be a major problem. However, prospects for a 
new Zambia/IMF program seem fairly good. 


FOREIGN ASSISTANCE 


Zambia receives roughly $250 million in concessional assistance 

per annum excluding IMF credits. Britain has a large program of 
supplementing the salaries of expatriate teachers, technicians and 
professionals. The European Economic Community, Britain and the 
United States have provided large loans on very concessional terms 
for importation of essential goods and commodities. The Nordic 
countries, Japan, Saudi Arabia, and Eastern European countries also 
provide some assistance. Multilateral institutions active in Zambia 
include: UNDP, FAO, ILO, IFAD, the World Bank group (about $50-70 
million per year) and the African Development Bank. Over the last 
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three years, the USAID program has been the second largest U. S. 
assistance program in sub-Saharan Africa (i.e., after the Sudan), 
totaling over $100 million in commodity import loans and food aid 
(PL-480). 


IMPLICATIONS FOR THE UNITED STATES 


TRADE AND INVESTMENT 


The current state of Zambia's economy offers some significant but 
difficult opportunities for trade expansion to some U. S. firms. 
Zambia's imports are up significantly in 1980, as the attempt to 
return to real growth is launched. On the other hand, the contin- 
uing seriousness of Zambia's payments arrears is a major disincen- 
tive to U. S. firms. Very often, the extension of some credit is a 
prerequisite for doing business in Zambia and the "queue" in which 
importers must wait for foreign exchange in order to pay foreign 
suppliers is now running 14-15 months. Present interest rates can 
make such payment delays costly to suppliers. 


Firms are advised to investigate Eximbank and OPIC guarantee pro- 
grams before making commitments. Eximbank also has lines of credit 
with Zambia's mining companies which allow U. S. firms to avoid the 
queue. U. S. suppliers should ensure that they understand the com- 
plex import licensing and foreign exchange allocation systems be- 
fore extending credit. Visits to the Economic/Commercial section of 
the U. S. Embassy in Imsaka are encouraged. 


Investment opportunities are more limited, primarily due to finan- 
cial constraints, and difficult and complex government policies. 
Foreign companies who have made direct investments in Zambia are 
troubled by current long delays in remitting profit and dividends. 
Relatively little additional foreign capital is being invested in 
existing or new enterprises. Investors must rely on irregular for- 
eign exchange allocations from the Bank of Zambia to import their 
requirements--a time-consuming process which inhibits both current 
operations and development plans. The length of time required for 
expatriate managers or technical personnel to remit their salaries 
is also a problem. Recruiting personnel replacements can therefore 
be difficult and expatriate work permit applications are scrutinized 
carefully by the government. 
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On the brighter side, many U. S. firms have substantial Kwacha 
accounts (representing unremitted profits and dividends), and 
several are considering new investments using these deposits. 
OPIC insurance programs should be investigated before undertaking 
any investment in Zambia. 


DEVELOPMENT ASSISTANCE AND TRADE OPPORTUNITIES 


The United States, World Bank, United Nations Development Program, 
and other donors provide significant monetary and project assistance 
to Zambia. Opportunities for tendering for major projects financed 
by the donor community are regularly submitted to the U. S. Depart- 
ment of Commerce in Washington for dissemination. Suppliers should 
maintain regular contact with all these organizations to stay 
abreast of new opportunities in Zambia. The foreign exchange com- 
ponent of these projects is readily available and payments delays 
are not a problem. Since the Government of Zambia makes the deter- 
mination what goods will be financed by donor loans, it is essen- 
tial that U. S. suppliers be represented in some manner in Zambia. 
While tenders for goods to be purchased under U. S. (AID) loans 

are let in the U. S., equipment suppliers must be able to estab- 
lish follow-up service for any goods financed by AID. 
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LOOKING FOR A GOOD 


market 


research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
U.S. Department of Commerce 

5285 Port Royal Road, 

Springfield, Virginia 22161 

Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 


or 
International Trade Administration 
Export Communications—Room 4009 
Attn: FMR Index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-2373 
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TAKE A 
TOUR OF 


TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


trade patterns 

industry trends 

distribution channels 

transportation facilities 

trade regulations 

prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


e foreign trade 
foreign investment 
finances 


¢ 


natural resources 


OME SNNNI NGM 2 ron: tn 


MARKETS 


population 


SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 


trading countries. 
VIEW other special reports such as: 


HUA LS 


Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 


e 
e 
e A Business Guide to European Common Market 
e A Guide to End Users and Research Organizations 
45 te) a nung 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


NAME—FIRST, LAST 


e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 
the coupon below. 


(Single copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 
U.S. Department of Commerce, Washington, D.C. 20230.) 


(please detach here) 
0) Remittance Enclosed 
(Make checks payable 
No additional postage is required for to Superintendent of 
mailing within the United States or Documents) 
its possessions. 


O Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS MAIL ORDER FORM TO: 


Superintendent of Documents 
Government Printing Office 


Washington, D.C. 20402 
STATE | ZIP CODE | 





